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U.S. Foreign Trade Associated With U.S. 
Multinational Companies 

A HIS article analyzes data for 1966 
and 1970 on the U.S. merchandise 
trade associated with 298 U.S. multi
national companies (MNCs) that re
sponded to a special survey taken by 
the Bureau of Economic Analysis. U.S. 
trade associated with the multinational 
companies is defined to consist of export 
and import transactions between the 
U.S. parent companies and their major
ity-owned foreign affiliates, between 
other U.S. residents and these same 
foreign affiliates, and between the U.S. 
parent companies and unaffiliated for
eign residents.1 

The primary purpose of the article is 
to present the facts about MNC trade 
in an organized way. The magnitude of, 
and the changes in, MNC trade over the 
1966-70 period are discussed and some 
of the more obvious factors which may 
have influenced that trade are pointed 
out. The article is not addressed to the 
fundamental question of whether for
eign direct investment was beneficial or 
detrimental to U.S. trade during this 
period. 

In particular, the data on total U.S. 
trade and on U.S. trade associated with 
the multinational companies in 1966 
and 1970, were collected, given the ex
istence of U.S. foreign direct investment 
abroad and all the other developments 
that affected trade. These data, by 
themselves, do not permit us to deter
mine whether, in the absence of U.S. 
direct investment abroad, total U.S. 
exports and/or imports would have 

been greater or less than they actually 
were. Identification of the actual magni
tudes involved in MNC trade is only 
the first step in that determination. 

The special survey was conducted in 
order to obtain current information on 
the domestic and international opera
tions of U.S. multinational companies. 
I t covers 298 U.S. direct investors and 
their 5,237 majority-owned foreign affili
ates. The basic data obtained from the 
special survey, supplemented by infor
mation from BEA's 1966 benchmark 
survey of direct investments abroad,2 

are given in a publication recently re
leased by the Bureau of Economic 
Analysis, entitled Special Survey of 
U.S. Multinational Companies, 1910? 
The data on MNC trade used in the 
text and tables of the present article are 
drawn from this primary source. 

Some major findings based on the 
MNC trade data from the special sur
vey are: 

1. In 1970, the exports and the im
ports associated with the 298 MNCs in 
the sample were a sizable proportion of 
total U.S. merchandise exports and im
ports—51 percent and 34 percent, re
spectively. 

2. The trade surplus associated with 
the sample MNCs increased signifi
cantly from 1966 to 1970, while the 
surplus on total U.S. trade declined. 

1. Minority-owned foreign affiliates are treated in the text 
of this article as though they were unaffiliated foreign resi
dents. U.S. trade associated with the multinational compa
nies, as defined here, is often referred to In this article simply 
as "MNC trade", or "MNC-associated trade." 
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2. See Bureau of Economic Analysis, U.S. Direct Invest
ments Abroad, 1966, Part II, Group 1, X, and S, available from 
the National Technical Information Service, U.S. Depart
ment of Commerce, Springfield, Virginia 22151, at $3 for each 
of three volumes. Accession numbers are COM 72-10097, 
72-10096, 72-10441, respectively. 

3. Special Survey of U.S. Multinational Companies, 1970 can 
be purchased from the National Technical Information Serv
ice, U.S. Department of Commerce, Springfield, Virginia 
22151. Price $3.Quote accession number COM-72-11392 when 
ordering. 

3. Most of the strength in the MNC-
associated surplus was in trade between 
U.S. parent companies and unaffiliated 
foreign residents. U.S. reporters' ex
ports to unaffiliated foreigners rose 48 
percent while their imports from un
affiliated foreigners rose 46 percent from 
1966 to 1970. The increase in the surplus 
on U.S. trade with majority-owned for
eign affiliates was relatively small, as 
exports to the affiliates increased at a 
slower pace than imports from' them. 
The rapid rise in imports from majority-
owned foreign affiliates at least partly 
reflected the impact of the U.S.-Cana-
dian automotive trade agreement and 
the exceptional growth in U.S. demand 
for petroleum. 

4. By industry, trade associated with 
MNCs in manufacturing accounted for 
an overwhelming share of all MNC 
trade in both 1966 and 1970. Exports 
associated with manufacturing MNCs 
rose more slowly from 1966 to 1970, 
but by a larger dollar amount, than 
imports associated with them. The sur
plus on trade of the manufacturing 
MNCs in 1970 was about equal to the 
total trade surplus of all MNCs in the 
sample. 

5. By area, MNC-associated exports 
grew faster than total U.S. exports to 
the developed areas, but slower than 
total U.S. exports to other areas. 

Previous articles in the SURVEY OF 
CURRENT BUSINESS have presented 
data on all MNC-associated exports 
(May 1969 issue) but on only a portion 
of MNC-associated imports, i.e., only 
sales by foreign affiliates to the United 
States (October 1970 issue). The pres
ent article gives data on all identifiable 
MNC-associated imports, as well as 
exports, for a sample of large multi-
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national companies. I t also integrates 
the data on both MNC-associated ex
ports and imports into a single discus
sion. The methodology used and the 

statistical problems encountered in 
compiling the data on MNC trade are 
summarized in the Technical Note at 
the end of this article. 

Comparison of MNC Trade With Total U.S. Trade 

Companies in the sample 

Trade associated with the 298 multi
national companies in the sample ac
counted for a sizable proportion of total 
U.S. trade in 1966 and 1970. In 1970, 
MNC-associated exports were $21.2 bil
lion, or 51 percent of total U.S. exports, 
and MNC-associated imports were 
$13.6 billion, or 34 percent of total U.S. 
imports (table 1). In 1966, the corre
sponding percentage for MNC-associ
ated exports was somewhat lower— 
47 percent of the U.S. total—but the 
percentage for MNC-associated imports 
was 33 percent, about the same as in 
1970. 

The data on total U.S. trade in this 
article have been adjusted to a balance 
of payments basis, excluding military 
transactions. This basis is the one most 
conceptually comparable, although not 
identical, to that used in collecting the 
MNC trade data. Problems of compara
bility may still exist because of differ
ences in the timing, valuation, and 

definition of the transactions covered in 
the two sets of data (see Technical 
Note). 

Total U.S. trade and U.S. trade asso
ciated with the sample MNCs were 
undoubtedly affected by cyclical devel
opments here and abroad. However, 
cyclical factors probably affected total 
and MNC trade in the same direction 
at least, so that the influence of these 
factors on comparisons of total trade 
with MNC trade is probably not great. 

The increase in the share of MNC-
associated exports in total U.S. exports 
from 1966 to 1970 reflected the fact 
that MNC-associated exports rose sig
nificantly faster than total U.S. exports. 
U.S. exports associated with the MNCs 
in the sample increased by $7.5 billion 
or 55 percent, compared with a 43 per
cent rise in total U.S. exports. At the 
same time, MNC-associated imports 
rose $5.2 billion or 61 percent, some
what faster than the 56 percent increase 
in total U.S. imports. In dollar terms, 
the MNCs in the sample accounted for 

nearly 60 percent of the increase in total 
U.S. exports and for about 35 percent 
of the increase in total U.S. imports 
over this period. 

Since the dollar increase in MNC-
associated exports was greater than that 
in MNC-associated imports, the surplus 
on trade of the MNCs in the sample 
rose $2.3 billion, from $5.3 billion in 
1966 to $7.6 billion in 1970. The surplus 
on all U.S. trade, on the other hand, 
deteriorated by $1.7 billion over the 
same period. Thus, the surplus on 
"residual U.S. trade," that is, trade 
not associated with the sample MNCs, 
deteriorated by nearly $4.0 billion. 

The better-than-average trade per
formance of the MNCs during the 
1966-70 period may reflect the compet
itive strength of the MNCs in U.S. 
and foreign markets, irrespective of any 
effects their foreign direct investments 
per se may have had on U.S. trade. 
Many of the 298 U.S. firms that re
ported in the survey are among the 
largest and most technologically ad
vanced U.S. firms. As a result, their 
domestic production is probably highly 
competitive with the production of 
other U.S. and foreign firms.' They may 
very well have a competitive advantage 
in international trade for this reason, 
irrespective of the impact on trade of 
their foreign direct investments. 

I t should also be noted that the 
data on MNC-associated exports and 
imports from the special survey are 
affected by the prevailing processing 

Table 1.—Total U . S . Trade and Trade Associated With U .S . Mul t inat ional Companies 

Line 

1966 

Ex
ports 

Im
ports 

Trade 
balance 

1970 

Ex
ports 

Im
ports 

Trade 
balance 

Change, 1966-70 

Ex
ports 

Im
ports 

Trade 
balance 

Ex
ports 

Im
ports 

Total U.S. trade i 

U.S. trade associated with multinationals in sample 2. 

Other U.S. trade (residual) 

U.S. trade associated with multinationals not in sample3.. 

U.S. trade not associated with any multinational-

Addendum: 

U.S. trade associated with all multinationals (line 2+llne 4) K. 

Millions of dollars 

29,287 

13,726 

15,561 

5,460 

10,101 

25,463 

8,435 

17,028 

•3,273 

•13,765 

19,186 «11,708 « 7,478 n.a 

3,824 

5,291 

-1,467 

• 2,187 

•-3,654 

41,963 

21,228 

20,735 

n.a. 

n.a. 

39,799 

13,609 

26,190 

n.a. 

2,164 

7,619 

-5,455 

12,676 

7,502 

5,174 

n.a. 

n.a. 

14,336 

5,174 

9,162 

n.a. 

n.a. 

-1,660 

2,328 

-3,988 

n.a. 

n.a. 

Percent 

43.3 

64.7 

33.2 

n.a. 

n.a. 

56.3 

61.3 

53.8 

n.a. 

n.a. 

•Imports of U.S. reporters not in sample from unaffiliated foreign residents were estimated. 
n.a. Not available. 
1. Adjusted to balance of payments basis; excludes exports under U.S. military agency 

sales contracts and imports by U.S. military agencies. See SUBVETT OF OUBBENT BUSINESS, 
June 1972, page 30. 

2. Data are from Bureau of Economic Analysis, Special Survey of U.S. Multinational Com
panies, 1970, table 5. „ _ _. . 

3. Data for all 3,300 U.S. reporters are from Bureau of Economic Analysis, U.S. Direct 
Investments Abroad, 1966, Part II, Group 1, 2, and S. 

Source: U.S. Department of Commerce, Bureau of Economic Analysis. 
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and distribution channels through 
which exported or imported goods pass, 
and any shifts in these channels 
would have influenced the reported 
changes in MNC-associated trade from 
1966 to 1970. For example, trade of 
U.S. reporters in the M N C data cover 
those goods which were exported or 
imported directly by the reporters, 
regardless of whether the goods were 
originally produced or ultimately used 
by them. Goods exported or imported 
by other U.S. residents bu t which, at 
some point, entered into the production 
or distribution processes of the reporter 
are not included in exports or imports of 
the U.S. reporters. 

In particular, exports of U.S. 
reporters, as denned in the M N C data, 
include goods produced by other U.S. 
residents-which were subsequently pur
chased and exported by the reporters, 
with or without further processing. 
They exclude goods produced by the 
reporters which were subsequently pur
chased and exported by other U.S. 
residents. (A good part of the latter 
type of exports consists of goods charged 
to the Department of Defense, which is 
considered a U.S. resident; for greater 
comparability with the data on M N C -
associated exports, such goods have 
also been excluded from the data on 
total U.S. exports.) Likewise, imports 
of the U.S. reporters in the M N C data 
include goods imported by the reporters 
which were later sold to other U.S. 
residents with or without further pro
cessing, bu t exclude (possibly large 
amounts of) goods imported by other 
U.S. residents which were later pur
chased by the reporters. 

Trade associated with the reporters' 
majority-owned foreign affiliates is 
defined similarly to consist of those 
goods which were exported to the 
United States or imported from the 
United States directly by the affiliates; 
goods exported or imported by other 
foreigners but which entered into the 
production or distribution processes of 
the affiliates are not included in trade 
associated with the affiliates. 

The direct investment universe 

The sample data on M N C trade 
cited above cover only the 298 re

spondents to the BEA special survey. 
For 1966, however, da ta on the trade 
associated with the universe of all 
MNCs were collected in the BEA 
benchmark survey of U.S. direct in
vestments abroad, to which response 
was mandatory. Trade associated with 
the full benchmark universe of MNCs 
accounted for 66 percent of total U.S. 
exports and 46 percent of total U.S. 
imports in 1966, with an estimated sur-. 
plus in tha t year of $7.5 billion (table 1, 
line 6). I n contrast, a deficit of $3.7 bil
lion was recorded in 1966 on other 
U.S. trade, i.e., trade not identifiably 
associated with a n y M N C . 

The 298 U.S. reporters in the special 
survey and their 5,237 majority-owned 
foreign affiliates represent a very small 
proportion of the 3,300 U.S. foreign 
direct investors and 23,000 foreign 
affiliates in the benchmark universe. 
However, the sample MNCs accounted 
for a substantial par t of the U.S. ex
ports and imports—somewhat over 70 

percent of each—associated with all 
M N C s in the benchmark universe in 
1966. . 

The trade associated with the sample 
MNCs in 1966, moreover, seems fairly 
representative of the M N C universe in 
terms of composition by industry of the 
U.S. reporter and by geographical area. 
However, it is quite possible that the 
sample is less representative of the 
universe in terms of growth patterns 
from 1966 to 1970; the sample is com
posed primarily of large companies and 
it is possible that trends over time in the 
trade of these large companies differ 
considerably from those of the smaller 
companies in the universe. Generaliza
tions about the growth in trade of the 
M N C universe, based on the growth in 
trade of the M N C sample, may thus be 
misleading. 

The remainder of this article focuses 
on the U.S. trade associated with the 
298 M N C s in the sample. 

MNC Trade, by Transactors, by Industry of 
U.S. Reporter, and by Area 

Trade by transactors 

Of all U.S. exports associated with 
the sample MNCs in 1970, 54 percent 
were exports by U.S. reporters to un
affiliated foreigners, 41 percent were 
exports by U.S. reporters to their own 
majority-owned foreign affiliates 
(MOFAs), and only a small percentage 
were exports by other U.S. residents'to 
those same MOFAs. Imports by U.S. 
reporters from unaffiliated foreigners, 
and from their own MOFAs, each 
accounted for roughly 45 percent of all 
imports associated with the sample 
MNCs in 1970; the remaining 10 per
cent were imports of other U.S. resi
dents from majority-owned foreign 
affiliates. The relatively small size of 
imports by other U.S. residents from 
the MOFAs may result from the affili
ates' tendency to sell their goods to 
their U.S. parents for subsequent dis
tribution in the United States rather 
than acting themselves as distributors 
of these goods. 

The surplus on trade between the 
298 U.S. reporters and unaffiliated 
foreign residents increased $1.8 billion 
from 1966 to 1970, accounting for 
roughly three-fourths of the $2.3 bil
lion total increase in the trade surplus 
of the sample (table 2). U.S. reporters' 
exports to unaffiliated foreigners rose 
48 percent, while their imports from 
unaffiliated foreigners rose 46 percent. 
In contrast, exports to the MOFAs 
by both U.S. reporters and other U.S. 
residents increased more slowly than 
imports from the MOFAs. Thus, the 
surplus on trade between the U.S. 
reporters and their own MOFAs rose 
only $0.8 billion and the balance on 
trade of other U.S. residents with these 
same MOFAs deteriorated by $0.3 
billion to a small deficit in 1970. 

Impact of the United States-
Canadian automotive agreement 

One major factor that was partly 
responsible for the relatively weak 
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showing on U.S. reporters' trade with 
majorityrowned foreign affiliates was 
the, 1965 United States-Canadian auto
motive agreement. This had a large 
adverse impact on the U.S. trade 
balance with majority-owned Canadian 
affiliates of U.S. auto companies. 

The agreement has resulted in the 
increased specialization of automobile 
production in both the United States 
and Canada which, in turn, has led to 
an accelerated flow of automotive 
trade across the border in both direc
tions. Exports by U.S. reporters in the 
transportation equipment industry to 
their majority-owned affiliates in Can
ada rose $1.0 billion, or 94 percent, 
from 1966 to 1970. However, imports 
by U.S. reporters from their Canadian 
MOFAs in the transportation equip
ment industry increased even faster— 
by $1.5 billion or 183 percent—so that 
the balance on this trade moved ad
versely by over $0.5 billion. 

The balance on total U.S. automotive 
trade with Canada also was affected by 
the agreement. This balance deteri

orated by $1.1 billion from 1966 to 1970, 
compared to the $0.5 billion deteriora
tion on trade between U.S. reporters 
and their Canadian MOFAs in the 
transportation equipment industry. 
However, these two figures are not 
strictly comparable for a number of 
reasons: (1) The total trade data are 
broken down by commodity, whereas 
the MNC data are broken down by 
industry of the transactors involved— 
regardless of the actual types of goods 
being traded; (2) the MNC data are for 
the transportation equipment industry 
as a whole; this could include more than 
just the automotive industry, although 
transportation equipment MNCs with 
MOFAs in Canada appear to be pre
dominantly automotive; (3) the data 
on total U.S. automotive trade them
selves may be incomplete relative to the 
MNC data; recent evidence indicates 
that U.S. automotive exports in the 
total U.S. trade figures have been 
underreported, thus exaggerating the 
unfavorable shift in the overall trade 
balance; and (4) there may be other 

statistical or reporting differences be
tween the MNC and total U.S. trade 
figures (see Technical Note). The re
maining unexplained deterioration in 
the total U.S. automotive trade balance 
with Canada may reflect transactions 
other than between U.S. reporters and 
their Canadian MOFAs, including 
transactions between the U.S. reporters 
and unaffiliated foreigners. 

Impact of U.S. demand for oil 

Another major factor bearing on the 
weaker showing of the U.S. reporters' 
trade with majority-owned foreign 
affiliates relative to their trade with 
unaffiliated foreigners in 1966-70 was 
the exceptional growth in U.S. demand 
for oil. This prompted substantial 
increases in petroleum imports from 
the foreign affiliates of U.S. oil 
companies. 

Imports by petroleum reporters from 
their MOFAs rose 84 percent from 1966 
to 1970, as the amount of petroleum 
imports allowed into the United States 
under quota was increased in response 

T a b l e 2 . — U . S . T r a d e A s s o c i a t e d W i t h U . S . M u l t i n a t i o n a l C o m p a n i e s in 
R e p o r t e r 

Line 
-

i S a m p l e , 1 b y T r a n s a c t o r s a n d b y D o m e s t i c I n d u s t r y o f U . S . 

1966 

Ex
ports 

Im
ports 

Trade 
balance 

1970 

Ex
ports 

Im
ports 

Trade 
balance 

Change, 1966-70 

Ex
ports 

Im
ports 

Trade 
balance 

Ex
ports 

Im
ports 

Total U.S. trade associated with multinationals in sample _ 

By transactors: 

U.S. reporters with own majority-owned foreign affiliates (MOFAs). 
Other U.S. residents with MOFAs2 

U.S. reporters with other foreigners2..... 
By industry of U.S. reporter: 

Associated with U.S. manufacturing multinationals 

U.S. reporters with own MOFAs. 

Other U.S. residents with MOFAs 2 . . 

U.S. reporters with other foreigners3. 

Associated with U.S. petroleum multinationals. 

U.S. reporters with own MOFAs.. 

Other U.S. residents with MOFAs' 

U.S. reporters with other foreigners' 

Associated with U.S. multinationals in other industries. 

U.S. reporters with own MOFAs.. 

Other U.S. residents with MOFAs' 

U.S. reporters with other foreigners3 

13,726 

5,038 
1,002 
7,687 

10,736 

4,208 

760 

5,768 

957 

378 

157 

423 

2,033 

451 

85 

1,498 

8,435 

3,433 
822 

4,180 

5,707 

2,161 

42S 

3,121 

2,007 

1,074 

296 

637 

721 

198 

101 

422 

5,291 

1,605 
180 

3,507 

6,029 

2,047 

335 

2,647 

-1,050 

-696 

-139 

-214 

1,312 

253 

- 1 6 

1,076 

Millions of dollars 

21,228 

8,623 
1,200 

11,405 

17,050 

7,079 

903 

9,068 

1,339 

653 

191 

595 

2,839 

991 

107 

1,741 

13,609 

6,244 
1,279 
6,087 

9,393 

4,153 

635 

4,605 

3,274 

1,976 

393 

905 

942 

115 

252 

576 

7,619 

2,379 
-79 

5,318 

7,667 

2,926 

268 

4,463 

-1,936 

-1,423 

-202 

-310 

1,897 

876 

-145 

1,165 

7,502 

3,585 
198 

3,718 

6,314 

2,871 

143 

3,300 

382 

175 

34 

172 

806 

640 

22 

243 

5,174 

2,811 
457 

1,907 

3,686 

1,992 

210 

1,484 

1,267 

902 

97 

268 

221 

- 8 3 

151 

154 

2,328 

774 
-269 
1,811 

2,628 

879 

-67 

1,816 

-885 

-727 

- 6 3 

- 9 6 

585 

623 

-129 

89 

Pen 

54.7 

71.2 
19.8 
48.4 

58.8 

68.2 

18.8 

57.2 

39.9 

46.3 

21.7 

40.7 

39.6 

119.7 

25.9 

16.2 

61.3 

81.9 
55.6 
45.6 

64.6 

92.2 

49.4 

47.5 

63.1 

84.0 

32.8 

42.1 

30.7 

-41.9 

149.5 

36.5 

1. Data are from Bureau of Economic Analysis, Special Survey of U.S. Multinational Com
panies, 1970, table 5. 

2. Also may include trade of a U.S. reporter with the majority-owned foreign affiliates of 
other U.S. reporters. Excludes U.S. goods charged or billed to a majority-owned foreign 
affiliate but shipped to other foreigners. 

3. Exports to other foreigners include exports charged (billed) by U.S. reporters and other 
U.S. residents to the covered majority-owned foreign affiliates, but shipped to otherforeigners. 

NOTE.—Details may not add to totals because of rounding. 

Source: U.S. Department of Commerce, Bureau of Economic Analysis. 
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to the rise in domestic demand and as 
imports of certain petroleum products 
not subject to quotas were expanded. 
The balance on trade between U.S. 
petroleum reporters and their MOFAs 
deteriorated by $0.7 billion, while the 
balance on other trade associated with 
petroleum MNCs deteriorated by $0.2 
billion. 

In view of the rapid growth in 
domestic demand for petroleum, the 
large increases in petroleum imports in 
this period would probably have occurred 
even in the absence of U.S. direct 
investments in petroleum-producing 
affiliates abroad. Thus, if such direct 
investments had been smaller, U.S. 
petroleum imports from MOFAs would 
also have been smaller, but U.S. 
petroleum imports by the reporters 
from unaffiliated foreigners might well 
have been larger than they actually 
were. Given the increase in domestic 
demand for petroleum and the liberaliza
tion of oil import quotas, all MNC-
trade and total U.S. trade might not 
have been much different with or 
without the foreign direct investments. 

Trade by industry of U.S. reporter 

When MNC trade is classified by the 
domestic industry of the U.S. reporter, 

all trade associated with the reporter 
or its MOFAs is assigned to the major 
industry of that reporter's fully con
solidated domestic operations. This in
dustry may differ from that of the 
products actually being traded, from 
that of the reporter's foreign affiliates 
and—in trade between the U.S. re
porter and unaffiliated foreigners or 
between other U.S. residents and the 
reporter's MOFAs—from that of the 
unaffiliated foreign or U.S. residents 
involved. 

In terms of the domestic industry of 
the U.S. reporter, MNCs in manufac
turing dominate MNC trade. In 1970, 
manufacturing MNCs accounted for 80 
percent of all MNC-associated exports 
reported by the sample companies and 
for 69 percent of all MNC-associated 
imports. Exports associated with the 
manufacturing MNCs rose more slowly 
but by a larger dollar amount, than 
imports associated with them from 1966 
to 1970. The surplus on trade of the 
manufacturing MNCs was $7.7 billion 
in 1970, an improvement of $2.6 billion 
from 1966 (table 2). Most of this im
provement was in trade between U.S. 
manufacturing reporters and unaffili
ated foreign residents; the improvement 
in trade with majority-owned foreign 

affiliates was relatively small, partly 
because of the negative impact of the 
United States-Canadian automotive 
pact. 

MNCs in the petroleum industry 
accounted for only 6 percent of MNC-
associated exports in 1970, but for 24 
percent of MNC-associated imports. 
The trade deficit associated with the 
petroleum MNCs worsened from $1.0 
billion in 1966 to $1.9 billion in 1970, 
as exports associated with the petroleum 
MNCs rose only $0.4 billion or 40 
percent while imports associated with 
them rose $1.3 billion or 63 percent. 
The rise in imports was largely from 
majority-owned foreign affiliates. 

The deficit on trade associated with 
the petroleum MNCs was about equal 
in 1970 to the net surplus on trade 
associated with MNCs in "other in
dustries," which include mining, 
smelting, trade, and other services. 
Exports associated with the "other 
industries" group rose 40 percent from 
1966 to 1970, compared with the 31 
percent rise in the imports associated 
with them. In 1970, MNCs in these 
other industries together accounted for 
13 percent of MNC-associated exports 
and 7 percent of MNC-associated 
imports. 

Table 3.—Comparison ol Growth in Total U.S. Exports With Growth in U.S. Exports Associated With Multinational Companies (MNCs) 
in Sample, by Area ot Ultimate Destination 

(D) Suppressed to avoid disclosure of data for individual reporters. 
1. Adjusted to balance of payments basis; excludes exports under U.S. military agency 

sales contracts and imports of U.S. military agencies. Total for all areas in 1966 and all 1970 
data are as published in the SURVEY OF CURRENT BUSINESS, June 1972, table 9, pages 46-51. 
Area detail for 1966 has been revised by the Bureau of Economic Analysis since it was last 
published In the SURVEY OF CURRENT BUSINESS, June 1970, table 9, pages 64-59. 

2. Area detail for MNC-associated exports is from Bureau of Economic Analysis, 
Survey of U.S. Multinational Companies, 1910, tables 2 and 4. 

3. Includes Eastern-Europe. 
NOTE.—Details may not add to totals because of rounding. 
Source: U.S. Department of Commerce, Bureau of Economic Analysis. 

Special 
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Exports by area 

A geographic breakdown of all U.S. 
imports associated with the MNCs in 
the sample cannot be made because 
data on the U.S. reporters' imports 
from unaffiliated foreigners, which were 
collected for the first time in the special 
survey, were reported only in aggregate, 
not for individual areas. However, area 
detail is available for all U.S. exports 
associated with the sample MNCs 
(table 3). 

Of the total $21.2 billion of MNC-
associated U.S. exports in 1970, $15.3 
billion or 72 percent went to the devel
oped areas and $6.0 billion or 28 percent 
went to other areas. The corresponding 
percentages in 1966 were 64 percent and 
36 percent, respectively. The rise in the 
share of developed areas and the decline 
in the share of other areas from 1966 to 
1970 reflected the fact that, during this 
period, MNC-associated exports to the 
developed areas increased 72 percent, 
while those to other areas increased only 
22 percent. 

The distribution of total U.S. exports 
between developed and other areas was 

about the same as that of the MNC 
sample in 1970. However, the 1966-70 
growth pattern, by area, of MNC-
associated exports differed considerably 
from that of total U.S. exports. In 

general, MNC-associated exports grew 
significantly faster than total U.S. ex
ports to the developed areas, but some
what slower than total U.S. exports to 
other areas. 

U.S. Trade with Majority-Owned Foreign Affiliates 

Trade by area and by industry of 
U.S. reporter 

Although area detail for all MNC-
associated imports is not available from 
the special survey, breakdowns are 
available by area and by industry of 
the U.S. reporter for both exports to, 
and imports from, majority-owned for
eign affiliates (table 4). Trade with 
majority-owned foreign affiliates con
sists of transactions between U.S. re
porters and their own MOFAs and 
transactions between other U.S. resi
dents and these same MOFAs. 

U.S. exports to MOFAs in the sam
ple totaled $9.8 billion in 1970, of which 
82 percent was to developed areas. U.S. 
imports from MOFAs totaled $7.5 
billion, of which 67 percent was from 
developed areas. From 1966 to 1970, 
imports from MOFAs in developed 
areas increased faster, although by a 
smaller dollar amount, than exports to 
them; for trade with MOFAs in other 
areas, the reverse was true. 

U.S. trade with majority-owned for
eign affiliates in all areas showed a 
surplus of $2.3 billion in 1970, up $0.5 
billion from 1966. The surplus on trade 

Table 4.—'U.S. Trade With Majority-Owned Foreign Affiliates (MOFAs) i n Sample , ' 

Line 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Area, and domestic industry of U.S. reporter 

By domestic industry of U.S. reporter: 

Associated with MOFAs of U.S. manufacturing multinationals (MNCs) 

Associated with MOFAs of U.S. MNCs in petroleum and other industries 

Byarea: 

Associated with MOFAs of U.S. manufacturing MNCs 

Associated with MOFAs of U.S. MNCs in petroleum and other industries 

Associated with MOFAs of U.S. manufacturing MNCs 

Associated with MOFAs of U.S. MNCs in petroleum and other Industries 

Of which, Europe 2 . . ; 

Associated with MOFAs of U.S. manufacturing MNCs 

Associated with MOFAs of U.S. MNCs in petroleum and other industries 

Associated with MOFAs of U.S. manufacturing MNCs 

Associated with MOFAs of U.S. MNCs in petroleum and other industries 

Associated with MOFAs of U.S. manufacturing M N C s . . 

Associated with MOFAs of U.S. MNCs in petroleum and other Industries • • 

1966 

Ex
ports 

Im
ports 

Trade 
balance 

b y A r e a a n d D o m e s t i c I n d u s t r y o f U . S . R e p o r t e r 

1970 

Ex
ports 

Im
ports 

Trade 
balance 

Change, 1966-70 

Ex
ports 

Im
ports 

Trade 
balance 

Millions of dollars 

6,040 

4,968 

1,071 

4,858 

4,165 

694 

2,543 

2,427 

117 

1,793 

1,375 

418 

1,182 

804 

379 

853 

683 

170 

4,256 

2,586 

1,669 

2,444 

2,024 

421 

1,867 

1,645 

223 

504 

341 

163 

1,814 

564 

1,250 

1,280 

440 

839 

1,785 

2,382 

-598 

2,414 

2,141 

273 

676 

782 

-106 

1,289 

1,034 

255 

-632 

240 

-871 

-427 

243 

-669 

9,823 

7,982 

1,842 

8,057 

6,775 

1,282 

3,891 

3,748 

143 

3,359 

2,398 

962 

1,766 

1,208 

560 

1,165 

918 

248 

7,523 

4,787 

2,735 

5,045 

4,200 

847 

4,185 

3,506 

679 

767 

601 

166 

2,479 

590 

1,889 

1,380 

402 

978 

2,300 

3,194 

-894 

3,012 

2,575 

435 

-294 

242 

-538 

2,592 

1,797 

796 

-713 

618 

-1,329 

-215 

516 

-730 

3,783 

3,014 

771 

3,199 

2,610 

588 

1,348 

1,321 

26 

1,566 

1,023 

544 

584 

404 

181 

312 

235 

78 

3,267 

2,201 

1,066 

2,601 

2,176 

426 

2,318 

1,861 

456 

263 

260 

3 

665 

26 

639 

100 

-38 

139 

515 

812 

-296 

598 

434 

162 

-970 

-540 

-430 

1,303 

763 

541 

-81 

378 

-458 

212 

273 

- 6 1 

Ex
ports 

Im
ports 

Percent 

62.6 

60.7 

72.0 

65.9 

62.7 

84.7 

53.0 

54.4 

22.2 

87.3 

74.4 

130.1 

49.4 

50.2 

47.8 

36.6 

34.4 

45.9 

76.8 

85.1 

63.9 

106.4 

107.5 

101.2 

124.1 

113.1 

204.5 

52.2 

76.2 

1.8 

36.7 

4.6 

51.1 

7.8 

- 8 . 6 

16.6 

1. Exports are from Bureau of Economic Analysis, Special Survey of U.S. Multinational 
Companies, 1970, table 2, and unpublished data; imports are from unpublished data only. 

2. Includes Eastern Europe. 

NOTE.—Details may not add to totals because of rounding. 
Source: U.S. Department of Commerce, Bureau of Economic Analysis. 
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with MOFAs in developed areas im
proved by $0.6 billion from 1966 to 
1970, as a large increase in the surplus 
with Europe was partly offset by a de-
terioration.in the balance with Canada. 
Over half of that deterioration was as
sociated with manufacturing MNCs, 
partially reflecting the impact of the 
United States-Canadian automotive 
agreement. The deficit on trade with 
MOFAs in other areas worsened 
slightly from 1966 to 1970, as a de
crease in the trade ..deficit with Latin 
America was more than offset by an 
increase in the deficit with other non-
developed areas. The latter increase was 
wholly in trade associated with MNCs 
in the "petroleum and other industries" 
group. 

Exports by intended use 

Total exports to the majority-owned 
foreign affiliates in the sample were 
$9.8 billion in 1970, of which $5.1 
billion, or slightly more than half, were 
for resale without further manufacture 
or for lease or rental abroad. Less than 5 
percent was capital equipment exported 
for use by the foreign affiliates. The 
remainder consisted of exports of ma
terials and parts for further processing 

or assembly by the foreign affiliates, and 
all other exports, such as repair parts 
and operating supplies for use by the 
affiliates (table 5). 

The $5.1 billion of exports to 
MOFAs for resale, lease, or rental 
abroad were probably for the most part 
distributed by the affiliates to un
affiliated foreign customers. In addi
tion, the U.S. reporters exported $11.4 
billion of goods directly to unaffiliated 
foreign residents in 1970 (table 2, line 
4). Thus, the total amount of MNC-
associated exports that reached un
affiliated foreign customers with little 
or no further processing by the affiliates 
was about $16.5 billion. Majority-owned 
foreign affiliates were the distribution 
channel for 31 percent of this total; in 
1966, the corresponding figure was 27 
percent. 

The $5.1 billion of exports to MOFAs 
reported as being for resale, lease, or 
rental abroad are valued at the selling 
prices charged by the U.S. parent 
companies to their affiliates, not the 
prices charged by the affiliates to 
foreign customers. Thus, profit and 
commission on sales are excluded. In 
contrast, the $11.4 billion of exports by 
U.S. reporters to unaffiliated foreigners 
probably include profit and commission. 
As a consequence, the importance of 

the MOFAs as distributors of U.S. 
exports may be understated. 

Exports of capital equipment for use 
by foreign affiliates, were only $430 
million in 1970, a decline of nearly $100 
million from 1966. However, both the 
1966 and 1970 data may be incomplete. 
The data on U.S. trade with foreign 
affiliates were generally reported by the 
U.S. parent companies which may have 
been unaware of some goods purchased 
by their affiliates from other U.S. 
suppliers. The understatement in the 
case of U.Si capital equipment exports 
for use by the affiliates may be espe
cially serious since the proportion of 
such exports which is shipped by U.S. 
suppliers other than the reporters is 
relatively large. 

Other exports to MOFAs, mainly 
for further processing or assembly 
abroad, totaled $4.3 billion in 1970, 
compared with $2.6 billion in 1966. 
The proportion of such exports which 
went to affiliates in the transportation 
equipment industry in Canada rose 
from 34 percent in 1966 to 39 percent in 
1970, in part reflecting the impetus 
given by the United States-Canadian 
automotive pact. 

In both 1966 and 1970, over 85 per
cent of the exports to MOFAs for 

Table 5.—U.S. Exports to Majority-owned Foreign Affiliates in Sample, by Area and by Intended Use ' 

Line 

1 

2 
3 

4 

5 
6 

7 

8 
9 

10 

11 
12 

Intended use 

Total exports to majority-owned foreign affiliates '... 

Shipped by U.S. reporters' - . 
Shipped by other U.S. suppliers 

For resale without further manufacture or for 
lease or rental abroad. 

Shipped by other U.S. suppliers. 

Capital equipment for use by foreign affiliates— 

For further processing or assembly, and other 

Shipped by U.S. reporters • 
Shipped by other U.S. suppliers. 

1966 

All 
areas 

Developed 
areas 

Other 
areas 

1970 

All 
areas 

Developed 
areas 

Other 
areas 

All 
areas 

Developed 
areas 

Change 

Other 
areas 

Millions of dollars 

6,040 

5,038 
1,002 

2,841 

2,677 
163 

523 

230 
292 

2,620 

2,074 
546 

4,858 

4,098 
760 

2,446 

2,317 
127 

282 

.106 
176 

2,075 

1,619 
456 

1,182 

940 
242 

395 

359 
36 

241 

124 
116 

545 

456 
90 

9,823 

8,623 
1,200 

5,057 

4,908 
149 

430 

230 
199 

4,318 

3,466 
852 

8,057 

7,118 
939 

4,421 

4,287 
134 

207 

91 
116 

3,455 

2,766 
689 

1,766 

1,505 
261 

636 

620 
11 

223 

139 
84 

862 

699 
163 

3,783 

3,585 
198 

2,216 

2,231 
—14 

—93 

0 
—93 

1,698 

1,392 
306 

3,199 

3,020 
179 

1,975 

1,970 
7 

—75 

—15 
—60 

1,380 

1,147 
233 

584 

565 
19 

241 

261 
—22 

- 1 8 

15 
—32 

317 

243 
73 

1966-70 

All 
areas 

Developed 
areas 

Other 
areas 

Percent 

62.6 

71.2 
19.8 

78.0 

83.3 
—8.6 

—17.8 

0 
—31.8 

64.8 

67.1 
56.0 

65.9 

73.7 
23.6 

80.7 

85.0 
5.5 

—26.6 

—14.2 
- 3 4 . 1 

66.5 

70.8 
51.1 

49.4 

60.1 
7.9 

61.0 

72.7 
-61 .1 

- 7 . 5 

12.1 
—27.6 

58.2 

53.3 
81.1 

1. Data for total exports to majority-owned foreign affiliates, and for all areas by intended 
use, are from Bureau of Economic Analysis, Special Survey of U.S. Multinational Companies, 
1970, tables 2 and 6; area detail by intended use is from unpublished data. 

2. The details by intended usd do not add to total exports to majority-owned foreign 
affiliates because of statistical discrepancies. The detail data are as reported on the books of 
the foreign affiliates while the totals are as reported on the books of the U.S. parent. For all 
areas combined, the sum of the details by intended use is $56 million less in 1966, and $19 

million less in 1970, than the total shown in line 1. Details may also not add to totals becauso 
of rounding. 

3. Includes goods charged on the books of U.S. reporters and shipped to their own majority-
owned foreign affiliates, whether such goods were actually produced by the U.S. reporters or 
by other U.S. suppliers. 

Source: U.S. Department of Commerce, Bureau of Economic Analysts. 
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resale, lease, or rental abroad, and ports of capital equipment for use by 
about 80 percent of the exports for the MOFAs were about evenly divided 
further processing or assembly abroad, between developed areas and other 
were shipped to developed areas. Ex- areas in both years. 

Technical Note 

1 General sources 

All 1970 data on U.S. imports and 
exports associated with the 298 multi
national companies in the sample were 
obtained from Forms BE-11A and 11B 
"Confidential Special Survey of Multi
national Companies, 1970," of the 
Bureau of .Economic Analysis. The 
survey, which was voluntary, was con
ducted in late 1971. 

Data on the U.S. reporters' imports 
from unaffiliated foreign residents in 
1966 were also obtained from the 
special survey. However, data on other 
MNC-associated imports and all data 
on MNC-associated exports in 1966 
were obtained from the 1966 manda
tory benchmark survey of U.S. direct 
investments abroad. The data drawn 
from the 1966 benchmark survey are 
for the same group of enterprises that 
were included in the 1970 special sur
vey, but are as reported by them in the 
benchmark survey.4 No attempt was 
made to expand the sample survey 
data to universe totals. 

Ail data on total U.S. exports and 
imports for 1966 and 1970 are as pub
lished in the June 1972 issue of the 
SURVEY (pages 30, 46-51), except for 
the area breakdown of total U.S. ex
ports. This breakdown has been revised 
by BEA since it was last published in 
the June 1970 issue of the SURVEY. 

Total U.S. exports and imports are 
on a balance of payments basis, ex
cluding military; total U.S. exports 
exclude exports under military agency 
sales contracts and under military 
grant-aid programs, and total U.S. 
imports exclude imports of U.S. 
military agencies. 

4. See Bureau of Economic Analysis, 8pecial Survey of 
U.S. Multinational Companies, 1970, for a more detailed 
explanation of how this enterprise match was done. 

Definition of MNC-associated trade 

MNC-associated trade is defined to 
consist of three components (table 2): 

1. Trade between U.S. reporters and 
their own majority-owned foreign affili
ates: Exports from U.S. reporters 
to their own MOFAs include goods 
charged (billed) on the books of U.S. 
reporters which were ^ shipped to the 
reporters' own MOFAs, whether the 
goods were actually produced by the 
U.S. reporters or by other U.S. resi
dents. Imports by U.S. reporters from 
their own MOFAs are derived from 
data on sales by the affiliates to U.S. 
reporters and include both goods and 
services^ the service component, how
ever, is believed to be quite small. I t 
was assumed that all goods (or services) 
sold to U.S. reporters by the affiliates 
were in fact shipped to (or performed 
for) these reporters although a small 
amount of such goods (or services) may 
have been charged to the reporters but 
actually shipped (or performed) else
where. 

2. Trade between other U.S. residents 
and the U.S. reporters' majority-owned 
foreign affiliates: This component of 
MNC-associated trade consists primar
ily of transactions between U.S. resi
dents that were not in the sample and 
the MOFAs of the U.S. reporters. How
ever, it also includes any transactions 
that may have occurred between one 
U.S. reporter and the majority-owned 
foreign affiliates of another U.S. re
porter, since these transactions could 
not be separately identified in the sur
vey data. Exports of other U.S. resi
dents to the U.S. reporters' MOFAs do 
not include exports which were charged 
to the reporters' MOFAs on the books 
of other U.S. suppliers but which were 
in fact shipped to other foreign resi

dents; such exports are included in the 
third component of MNC trade, be
low. Imports by other U.S. residents 
from the MOFAs are' derived from 
affiliate sales data and include what is 
believed to be a small amount of 
services. I t was assumed that all goods 
(or services) sold to other U.S. resi
dents by the affiliates were actually 
shipped to (or performed for) these 
residents. 

3. Trade between U.S. reporters and 
other foreign residents: This component 
of MNC-associated trade consists of 
the U.S. reporters' export and import 
transactions with foreigners other than 
their own majority-owned foreign 
affiliates, including transactions with 
unaffiliated foreigners and with minor
ity-owned foreign affiliates of U.S. 
reporters. (In the text of this article, 
foreigners other than MOFAs were, 
for convenience, referred to as "un
affiliated foreigners," i.e., minority-
owned foreign affiliates were treated 
as though they were unaffiliated foreign 
residents.) This component may also 
include a small amount of trade of 
U.S. reporters with majority-owned 
foreign affiliates of other U.S. reporters, 
duplicating some of the data included 
in component 2, above. Exports by 
U.S. reporters to other foreign residents 
include a very small amount of exports 
($6 million in 1966 and $19 million in 
1970) charged to MOFAs on the books 
of other U.S. suppliers but which 
were in fact shipped to other foreign 
residents. 

Statistical and reporting problems 

A number of statistical and reporting 
problems were encountered in compil
ing the data for this article. These 
problems may cause some distortion in 
comparisons between total U.S. trade 
and U.S. trade associated with the 
MNCs, although it appears unlikely 
that they would invalidate such com
parisons. 

The data on MNC-associated trade 
were reported by U.S. parent companies 
on the basis of entries made on their 
company records or on the records of 
their foreign affiliates. Total U.S. trade 
statistics, on the other hand, are 
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derived from individual shippers' ex
port declarations and from individual 
import documents, which are tabulated 
by the Census Bureau, on each foreign 
trade transaction. Because of such 
differences in data collection methods, 
differences between the two sets of 
data in the valuation, timing, and 
definition of the U.S. export and 
import transactions included are 
inevitable. 

In the MNC data, for example, two 
different methods of valuation for 
imports were used. The value of U.S. 
imports from MOFAs reflects actual 
transactions prices as recorded on the 
books of the U.S. reporters and their 
foreign affiliates; the value of MNC-
associated imports from unaffiliated 
foreigners reflects the value reported on 
the import entry form filed with the 
Bureau of Customs (usually an arms-
length market price, f.o.b. country of 
origin). All data on total U.S. imports, 
with one exception, represent the statu
tory valuations required by U.S. Cus
toms law. The one exception is in the 
case of U.S. automotive trade with 
Canada: imports of automotive prod
ucts from Canada, adjusted to a 
balance of payments basis, represent 
actual transactions values. In general, 
actual transactions values probably 
tend to be less than the Customs values. 
As a result, MNC-associated imports 
may be understated relative to total 
U.S. imports in this article. 

The timing of transactions included 
in the MNC data depends upon when a 
given transaction is entered on the 
books of the U.S. reporter or its foreign 

affiliate. In the total U.S. trade data, 
the timing depends upon when the 
individual export document or import 
declaration on that transaction is col
lected. In addition, the total U.S. trade 
data are compiled on a calendar year 
basis, whereas the MNC data, are 
reported by companies for either the 
calendar year or the closest fiscal year. 

On the export side, the MNC data 
exclude goods which are charged to U.S. 
residents but shipped to foreign 
residents, such as military exports 
charged to the Department of Defense. 
Total U.S. exports as shown in this 
article have been adjusted to exclude 
transfers of goods under U.S. military 
grant programs and under U.S. military 
agency sales contracts but may include 
other exports charged to U.S. persons. 

As noted earlier, the MNC data may 
reflect some doublecounting in cases 
where one U.S. reporter deals with a 
majority-owned foreign affiliate of 
another reporter included in the sample. 
For example, an export transaction may 
be reported by one U.S. reporter as an 
export by it to a foreigner other than its 
own MOFA and by a second U.S. 
reporter as an export to its MOFA by 
another U.S. supplier (i.e., by the first 
reporter in this example). The amount 
of such duplication is unknown but is 
probably not large. 

Data on U.S. imports from majority-
owned foreign affiliates, as already 
indicated, were obtained from affiliate 
sales data and include sales of both 
goods and services to U.S. residents. 
While the size of the service component 

in the affiliate sales data is not known, 
it is believed to be small. 

Data on imports by U.S. reporters 
from foreigners other than majority-
owned affiliates should include imports 
of goods only. However, data on such 
imports—for both 1966 and 1970—were 
requested for the first time in the 1970 
special survey and may reflect some 
"first-time" reporting defects. 

Furthermore, the 1966 benchmark 
survey, from which most of the 1966 
data on MNC-associated trade were 
drawn, was mandatory whereas the 
1970 special survey was voluntary. 
This may have caused reporting biases, 
but their magnitude is not known. 

Data on 1966 imports by U.S. 
reporters from foreigners other than 
MOFAs were not available from the 
1966 benchmark survey. They were 
available from the 1970 special survey 
for the 298 U.S. reporters in the sample 
only; for U.S. reporters who were not 
in the sample but who were in the 1966 
universe, they had to be estimated. 
They were estimated by assuming that 
the proportion these imports were of 
all MNC-associated imports in 1966 
was the same for those MNCs not in 
the sample as for all MNCs in the 
benchmark universe. The resulting 
figure was $1,620 million out of total 
imports associated with MNCs not in 
the sample of $3,273 million (table 1). 
Alternative calculations give a range for 
estimated 1966 imports from un
affiliated foreigners associated with 
MNCs not in the sample of between $1 
billion and $2 billion. 


